Introduction
The financial sector is active in terms of number of completed transactions of mergers and acquisitions and has as effect: a decreased number of banks in the European Union, the emergence of financial conglomerates and global banks.
Erste Group is a large bank, which has acquired more than 10 banks between 1997 and 2008. Since 1997 Erste Group's customer base has grown through numerous acquisitions and organic growth from 600,000 to around 17 million. 95% of all clients are citizens of the European Union, which gives the countries a stable regulatory framework that supports their economic development.
I have chosen this bank, because today Erste Group is one of the largest financial services providers in Central and Eastern Europe in terms of clients and total assets. Also, in Romania there is the main market player, having 667 branches and agencies, with a market share of approximately 20%.
If global foreign banks reduced their expansion during the global crisis, in Central and Eastern
Europe there was an increase of capital of foreign banks through cross-border mergers and acquisitions. The recession has shown that banks can continue to expand, especially due to niches found in the countries of Central and Eastern Europe, thus playing a stabilizing role in the region.
There are studies made on the impact of M&A on the performance of the banks. Most of these studies are performed on the target banks in high developed countries, therefore this study will analyze the impact of mergers and acquisitions involving target banks in Central and Eastern Europe, where banking consolidation process is undergoing. Banks in Central and SouthEastern Europe and the former group of Independent States (Belarus, Russia and Ukraine) became favorite targets of international banking community due to increased volume of activities of foreign investors in these countries.
Numerous researches that were conducted on bank mergers and acquisitions were aimed to determine the impact of this process on bank profitability, the efficiency of capital use, involved costs and efficiency staff before and after the process.
In this research we have chosen to study the impact of an event on daily returns of Erste Group shares.
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To determine the impact of an acquisition or merger on the market price of the acquiring bank's shares, we considered the following:
• -we want to determine if at the date when a merger or an acquisition is finalized the link between the market value of the shares and the value of the market index is maintained;
• -we need to determine if on the interval (-5, +5), where 0 is the date of purchase was obtained a return higher than it was expected, the purpose being to see if the purchase adds value to the market price of bank shares.
The rest of the paper is organized as follows. Section 2 reviews the previous literature on the relationship between M&A operations and banks performance. In section 3 we explain the methodology we have used to measure impact of acquisitions on banks and discuss the data and the variable selection. Thereafter, the results of the empirical analysis are presented and discussed in section 4. The main conclusions are presented in section 5.
Literature Review
When considering the impact of mergers and acquisitions on the market value of shares, the authors study how the performance of the bidder bank or/and the target bank grows or remains the same.
The literature studying bank acquisitions and mergers focuses predominantly on the U.S. banking sector, aiming to give different conclusions on the impact of such a transaction on the performance of banking institutions involved.
There are some important studies which analyze the mergers and acquisitions between banks in the U.S. financial system, for example Knapp (2006) , DeLong and DeYoung (2007) , and Hagendorff and Keasey (2009) Barbu (2006) in "Impact of mergers and acquisitions on bank performance" shows that the improvement of performance after the purchases becomes obvious a few years after the merger or acquisition.
Also regarding bank performance, Altunbas (2004) in "Mergers and Acquisitions and bank performance in Europe: The role of strategic similarities" emphasizes that strategic and organizational structure of financial institutions involved in mergers and acquisitions play an important role in improving post-merger financial performance.
Another method used by the authors to study bank performance is the study of the way the value of shares could improve after a bank is involved in a process of merger or acquisition. Cocris (2011) concluded that the bank acquisitions determine the improvement of the level of technical efficiency of the target banks, and the results of the event study shows the fact that bank acquisitions do not determine significant changes of the market value of the shares of the bidder banks. Panagiotis Liargovas (2010) U.S. banking sector, aim mergers and acquisitions on the performance of Greek banking sector over the period 1996-2008 and concluded that bank mergers and acquisitions have no impact and do not create wealth.
DeLong (2003) and Cybo-Ottone and Murgia (2000) showed that the announcements regarding the merger or acquisition have a positive impact on the market value of the credit institutions involved.
Markus Fritsch (2007) showed that on average the bidding bank does not exhibit a positive or negative cumulative abnormal return of the value of shares and that the main driver for value creation is the degree of development of the target country.
The event study methodology is based on Efficient Market Hypothesis (ΕΜΗ) developed by Fama et al. (1969) and Fama (1970) . According to this, a market is efficient if "prices fully reflect all available information". One important assumption is that capital markets are sufficiently efficient to react on events (new information) regarding expected future profits of affected corporations. Efficiency is classified as "weak form" when information set includes past prices, "semi -strong form" when information set includes all publicly available information and "strong form" when information set includes all publicly and privately available information. Event studies are mostly rested upon the analysis of the so-called "normal" and "abnormal" returns which are estimated on the basis of asset pricing model.
To broaden horizons, Hernandez (2005), has studied the impact of mergers and acquisitions on the financial sector in Europe. This article focused on certain characteristics of the single banking market and wanted to see the impact for the EURO, has studied the impact of involvement in such transactions on bank efficiency. The study concluded that target banks 
Methodology and Data
The purpose of the current analysis is to determine the impact of mergers and acquisitions on the market value of the credit institution involved in the transaction. In this article, we want to determine the impact of an event (the date a merger or a acquisition is completed) on the market value of Erste Group.
To determine the impact of acquisitions on the market value of shares for the credit institution involved in the transaction, I used the Chow Breakpoint Test. The data used for the econometric analysis are: the daily market price shares of Erste Group, shares listed on the Vienna Stock Exchange and ATX, the market index. The data used is taken from the official site of Vienna Stock Exchange and Erste Group and the analyzed period is 02.01.1998-04.05.2012.
The purpose of the Chow Breakpoint Test is to see if there are significant differences in the equations estimated by dividing the sample into at least two sub-samples, the only condition being that the number of observations must be greater than the number of coefficients of the equation, so the equation can be estimated using each subsample. A significant difference indicates a structural change in the relationship.
The Chow Breakpoint Test is based on a comparison of the amount of residue squares obtained by fitting a single equation for the entire sample, the sum of squares of residues obtained when the equations are separated, and then see if the results correspond with the sample results for each subsample data.
My objective is to determine the short-term impact on bank performance, in this case the impact of acquisitions on the market value of shares of Erste Group.
For the second phase of the study, we want to determine the abnormal return in the value of shares for each of the merger or acquisition Erste Group was involved in the analyzed period.
To perform this analysis, the data used to determine the regression equation are in the range (-252, -6), the period during which the bank was not involved in another merger and acquisition, in order to determine the normal relationship that exists between the market value of shares and the return of the market index. Based on the estimated equation, I will determine the expected return of Erste Group shares in stock market developments in the five days preceding the transaction, also for the next five days. The last step is to determine the excess of the return obtained between (-5, +5) due only to the process that the bank was involved, because other influences are taken into account when the regression equation is determined.
An abnormal return (residual) is defined as the actual return (determined using arithmetic percentages) less the return predicted by the firm's beta, given the market return. The residual or abnormal return represents the part of the return that is not predicted and is, therefore, an estimate of the change in firm value on a day, which is caused by the event (merger announcement). The predicted return represents the return that would be expected if no event took place.
In Table 1 we made a summary of the seven transactions in which Erste Bank was the bidder bank and the target bank is from Central and Eastern Europe, whether the transaction is a merger or an acquisition. The next step was to create a database where we registered the value of shares held by the bank and the value of the market index, provided that the number of records to be large enough for the test which we will use to give an accurate result. we will use daily rates (5 prices per week) for the period 02/01/1998-16/05/2012 thereby reaching 3,750 records.
Results

Chow Breakpoint Test
First I have to determine the logarithmic returns for the shares of Erste Group and also for the market index, ATX, and after that determine the regression equation.
The representation of the relationship between the return of shares and the return of the market index is, as shown in Equation (1). For each of the seven acquisitions we have mentioned earlier, we use the Chow Breakpoint Test to see which of the data when the bank has completed the acquisition influenced the relationship between the return of shares of Erste Group and the return of the market index.
Chow Breakpoint Test has the following hypotheses: H0: There is no difference between the two periods; H1: There are differences between the two periods. If probability> 0.05, H0 is accepted.
Taking for example, the merger with Riječka Banka, which was finalized on 01.08.2003, the probability obtained is 0.00874 <0.05,as it can be seen in Table 3 , which leads to the rejection of the null, bringing us to the conclusion that there are differences between the two periods analyzed. This means that the purchase that was ended this day broke the normal relationship which takes place between the return of the Erste Group shares and the return of the market index. The result for each other dates was the same, that the acquisition or the merger has changed the relationship between the two returns, the return action belonging to Erste Bank did not 109 follow a normal development in line with the market trends in profitability index, as it can be seen in Table 4 . Next, we wanted to get an overall result, in order to determine the impact of all these acquisitions on the relationship that normally exists between the shares of a listed company and the index of the stock exchange on which the company is listed. Taken all seven acquisitions together, the sample is divided into 8 subsamples and the calculated probability is 0.044116, which breaks the link between the return of shares of Erste Group and the return of the market index, ATX, as pointed out in Table 5 .
Abnormal Return of The Shares
For each of the seven mergers and acquisitions we will determine the regression equation which highlights a connection between the return of shares of Erste Group and the return of ATX, the market index of Vienna Stock Exchange. In Table 6 are presented the regression equations for each case, explaining the real connection for the shares and the market index.
OPEN DOI: 10.2478 /tjeb-2014 -0006 Popovici, A. N. (2014 . In Table 7 one can observe the abnormal return obtained by the shares of Erste Group. Following Brown and Warner (1985) , we considered the return obtained 5 days prior to the process and 5 days after the process, for each of the seven mergers and acquisition processes. The abnormal returns are also positive and negative, and for all the seven mergers and acquisition that Erste Group was involved, the abnormal return is between -2.65 and 2.15. This means that there is not a significant change in the value market of shares in the days before and after the merger and aquisition process. The analysis of the impact of the announcement regarding the acquisition on the market value of the shares of the buying banks by using an event study shows the fact that in each of these 7 cases the initial hypothesis that there are no abnormal rates of return of the shares cannot be rejected, so the acquisitions do not determine significant changes on the market value of the bidder banks.
Oujr result is in line with Cocris (2011) , which concluded the fact that bank acquisitions do not determine significant changes of the market value of the shares of the bidder banks, and differs from Panagiotis (2011), which concluded that the results from the event study methodology, using a 30-day event window indicate that stock prices show significant positive cumulative average abnormal returns (CAARs) before the announcement for a period of ten days (for targets and bidders banks).
Conclusions
The performance of the bank activity constitutes a very important element in the analysis of the financial systems, especially of the developing countries, at the system and which has known in the past years major mutations at the level of the shareholding structure as a result of privatization, of the entry of foreign banks and of the increase of competition determined by the liberalization of the market and the legislative changes.
Currently, the banking system in Central and Eastern Europe is dominated by a large number of banks that self internationally and have penetrated these markets through the acquisition of local banks. An example of this is the Erste Group, an Austrian bank which made purchases of banks took over a number of banks in Hungary, Ukraine, Romania and Croatia, in order to reach more customers, improve bank performance, but also to become a global bank.
Taking the case of this bank, we wanted to study the impact of acquisitions and mergers on the market value of shares of the bank, in this case Erste Group shares listed on the Vienna Stock Exchange. Using the Chow Breakdown Test, which is designed to test whether there are significant differences in the estimated equations, a significant difference indicates a structural change in the relationship between the return of the Erste Group shares and the return of the market index. The result for each other data was the same, that the acquisition or the merger has changed the relationship between the two returns, the return of the shares belonging to Erste Group did not follow a normal development in line with the market trend.
Thus, the conclusion we have reached is that a merger or an acquisition destroys the normal link created between the two returns (using Chow Breakpoint Test), and that the value of shares does not significantly improves after a bank involves in a process like this. Not least, this paper has some limitations, such as the small number of credit institutions that were considered for this research, we didn't distinguish between mergers and acquisitions, and also, the fact that we didn't establish better the moments involving the process of mergers or acquisitions (to differentiate between when the rumor came of such an event and the date of the transaction).
